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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RICHMOND, MAY 15, 2001

APPLICATION OF

VERIZON VIRGINIA INC. CASE NO. PUC010032

For approval of its
Plan for Alternative Regulation

ORDER APPROVING PLAN

On January 31, 2001, Verizon Virginia Inc. ("Verizon

Virginia" or "Company") filed the above-captioned application

with the State Corporation Commission ("Commission") pursuant to

§ 56-235.5 C of the Code of Virginia.  The Company requests that

the Commission modify its current Plan for Alternative

Regulation1 and proposes a modified Plan ("modified Plan")2 which

it represents is a mirroring of the Plan for Alternative

Regulation approved for Verizon South Inc.3 and reflects the

applicable merger conditions required by the Commission's Final

Order in Case No. PUC990100 ("Merger Order").

Verizon Virginia asserts that its proposed modified Plan,

which is attached to its application, meets the statutory

                    
1 The current Plan for Alternative Regulation ("current Plan") for Verizon
Virginia was adopted on October 18, 1994, in Case No. PUC930036.

2 On April 16, 2001, Verizon Virginia filed certain administrative corrections
to Appendix A which had been initially filed with the modified Plan.

3 Approved by Order dated  December 21, 2000, in Case No. PUC000265.
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requirements of § 56-235 B for approval and is in the public

interest.  The Company represents that it worked extensively

with the Staff of the Commission to develop the modified Plan.

The modifications proposed by Verizon Virginia to its

current Plan include an extension of the cap on prices for its

basic local exchange telecommunications services ("BLETS") to

January 1, 2004.  The modified Plan also provides that no price

increases for BLETS or discretionary services will be permitted

unless Verizon Virginia is meeting Commission standards for

service quality and reliability.

On February 13, 2001, we issued our Order for Notice and

Comment inviting interested parties to file comments or requests

for hearing on the application. Comments were received from the

Office of Attorney General, Division of Consumer Counsel

("Consumer Counsel"), AT&T Communications of Virginia, Inc.

("AT&T"), and Cavalier Telephone, LLC ("Cavalier").  There were

no requests for a hearing.

Consumer Counsel did not oppose the adoption of the

modified Plan; however, it disagrees with Verizon Virginia's

interpretation of the requirements for approval of the modified

Plan contained in § 56-235.5 B.4  AT&T's comments state that the

                    
4 Consumer Counsel objects to the Application at 5, wherein Verizon Virginia
"suggests that compliance with the first three requirements of § 56-235.5 B
necessarily 'assures that a plan will be in the public interest.'"  (Comments
p. 1).  The Consumer Counsel interprets that the four enumerated requirements
of § 56-235.5 B must be met independently.
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modified Plan gives the Company greater unilateral pricing

discretion for bundled services before the Company's unbundled

network elements ("UNE") rates are revised, UNE combinations are

made available, and its Operation Support Systems ("OSS") are

made operational.  In sum, AT&T's objection to the modified Plan

is that it is premature.  Cavalier concurs with AT&T, with

supporting comments that it and other Competitive Local Exchange

Companies ("CLECs") are unable to receive the favorable

treatment given to the Company's retail organization with regard

to OSS and loop provisioning.

The Commission must consider the modified Plan according to

the requirements of § 56-235.5 and, specifically, the four

criteria contained in subsection B of that statute.  The

comments of AT&T and Cavalier do not specifically address these

criteria, although we may infer that they regard the modified

Plan as disadvantageous to competitors and not in the public

interest.5  Nevertheless, we fail to identify any defect in the

modified Plan that would produce such a result.6

The concerns raised by AT&T and Cavalier are being

addressed in other forums.  AT&T and Verizon Virginia are

currently having interconnection issues arbitrated before the

                    
5 See § 56-235.5 B(iii) and (iv).

6 In addition to the Alternative Plan approved for Verizon South in PUC000265,
the Commission has also approved a similar plan for the Sprint companies in
Case No. PUC990160 by Order dated September 5, 2000.
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Common Carrier Bureau of the Federal Communications Commission

("FCC") which includes UNE rates for Verizon Virginia.7  Verizon

Virginia's OSS is currently subject to testing in Case

No. PUC000035, and other operational issues are being addressed

on an ongoing basis in the Commission's collaborative proceeding

in Case No. PUC000026.8

NOW THE COMMISSION, upon consideration of the application,

the comments thereto, and the applicable statutes and rules,

finds that the modified Plan as proposed should be adopted and

approved for use by Verizon Virginia.

We find that the modified Plan meets all the requirements

set forth in § 56-235.5 B of the Code of Virginia.

Accordingly, IT IS THEREFORE ORDERED THAT:

(1)  The Verizon Virginia modified Plan for Alternative

Regulation attached hereto is approved and shall be effective as

of June 1, 2001, should Verizon Virginia elect to adopt it.

(2)  Verizon Virginia shall notify the Commission, by

letter addressed to the Director of the Division of

Communications, of its election to adopt the Plan approved

herein not later than five (5) days prior to its proposed

implementation date.

                    
7 Arbitration of Interconnection Agreements Between Verizon and AT&T, Cox and
WorldCom, CC Docket Nos. 00-218, 00249, and 00251.

8 Verizon Virginia, AT&T, and Cavalier are active participants in the
collaborative proceeding.
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(3)  There being nothing further to come before the

Commission in this case, this matter is dismissed.



VERIZON VIRGINIA INC. PLAN FOR ALTERNATIVE REGULATION

A. Applicability of Plan.

1. Upon election of the company, this plan will apply to

Verizon Virginia Inc., ("Verizon Virginia") and will go into

effect on June 1, 2001.

2. Nothing in this plan shall be deemed to affect the

ability or authority of any entity other than Verizon Virginia

to offer any telecommunications service.

B. Changes to Plan.

1. Any change to this plan may occur only after an

appropriate proceeding is initiated and held under the

provisions of § 56-235.5 D of the Code of Virginia.

2. Any such change approved by the Commission shall have

prospective effect only.

C. Classification of Services.

1. Telecommunications services of Verizon Virginia will

be classified into four categories called Basic Local Exchange

Telephone Services ("BLETS"), Discretionary Services,

Competitive Services, and Bundled Services as defined below.

Verizon Virginia's existing services are distributed among these

four categories in accordance with Appendix A hereto.

2. Service classifications are defined as follows:

a. "Competitive Services" are, pursuant to § 56-

235.5 F of the Code of Virginia,
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telecommunications services for which competition

or the potential for competition in the

marketplace is or can be an effective regulator

of the price of those services as determined by

the Commission.

b. "Discretionary Services" are telecommunications

services which are optional, nonessential

enhancements to BLETS, which may or may not be

provided by suppliers other than Verizon

Virginia, but which do not conform to the

definition of Competitive services.

c. "Basic Local Exchange Telephone Services"

("BLETS") are essential, nonoptional

telecommunications services for which competition

or the potential for competition in the

marketplace is not yet an effective regulator of

the price of those services, and other services

the Commission determines to be BLETS.

d. "Bundled Services" are packages of services that

include services from more than one of the

categories defined in C2a, C2b, and C2c above and

are offered at an aggregate price.
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D. Classification of New Services and Reclassification of

Existing Services.

1. Thirty days prior to offering a new service or

reclassifying an existing service, Verizon Virginia shall

notify, in writing, the Staff, the Attorney General, and all

certificated interexchange and local exchange carriers of the

new or reclassified offering and shall provide a tariff and

appropriate documentation to the Staff.  At a minimum, such

documentation should identify and justify the proposed

classification of the service in the tariff cover letter or

attachments thereto, and in the case of a competitive

classification, include a list of current and/or potential

alternative providers and services and explain how competition

or the potential for competition is or can be an effective

regulator of the price of the service.  The Commission may

suspend the proposed effective date if it finds that the

documentation supporting the classification is insufficient or

as set out in subsection c. below.

a. Simultaneous with such notification, the company

shall designate the service category into which

the service is classified.

b. If the proposed service category is Competitive,

notice must be given to all affected parties, and

an opportunity for a hearing must be provided in
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accordance with § 56-235.5 E of the Code of

Virginia.

c. Any interested party shall be afforded an

opportunity, by timely petition to the

Commission, to propose that the service be

classified in a different category; however, the

filing of such petition shall not result in the

postponement of any new service offering unless

the Commission, for good cause shown, orders

otherwise.

d. Any such proceeding to determine the proper

classification of a service offering shall be

completed within 90 days following the effective

date of the service offering, except that if the

proposed classification is Competitive, the

proceeding must be completed within 120 days. The

Commission, however, for good cause shown, may

extend these time periods.

2. Any interested party may petition for the

classification or reclassification of a Verizon Virginia

service. Any such proceeding must be completed within 90 days

unless the reclassification is either to or from the Competitive

category, in which case it must be completed within 120 days,

unless the Commission should extend these time periods for good
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cause shown. If the proposed category is Competitive, subsection

D1b above applies.

E. Tariff Requirements.  Tariffs shall continue to be filed

for all BLETS and Discretionary services, Bundled services

packages containing BLETS and/or Discretionary services, and for

any Competitive service that is also offered within Verizon

Virginia's service territory, pursuant to a Virginia intrastate

tariff, by another company that is certificated by this

Commission.  The prices of Competitive services shall not be

regulated by the Commission, except as provided for in

subsection M (Competitive Safeguards), of this plan.

F. Price Changes for BLETS.  Price changes for BLETS shall be

governed by the following rules:

1. Price decreases.  The company may at any time reduce

the price for any BLETS service by filing a revised tariff with

the Commission.  Such tariff shall take effect in accordance

with § 56-40 of the Code of Virginia.

2. Price increases.

a. No price increase (other than pursuant to

subsection H of this plan) will be allowed before

January 1, 2004, for BLETS services.

b. In and after the year 2004, price increases for

BLETS services will be allowed pursuant to the

notification provisions of § 56-237.1 and a
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showing by Verizon Virginia that any individual

price increase does not exceed in percentage

terms 1/2 the increase in the Gross Domestic

Product Price Index (as defined in subsection K

of this plan) for the preceding year.  After the

initial price increase, any subsequent increase

in prices for these services will be allowed

pursuant to the notification provisions of § 56-

237.1 and shall not exceed in percentage terms

1/2 the increase in the Gross Domestic Product

Price Index since the last time the price of the

service was increased.  Any calculation of

permissible price increases shall include only

those months in which the company has attained a

satisfactory performance level in all of the

retail service quality measurements adopted by

the Commission in a nonappealable Final Order.

If a protest or objection to a BLETS price

increase is filed by the lesser of 150 or 5% of

the affected customers, the Commission shall,

upon reasonable notice, conduct a public hearing

concerning the lawfulness of the increase,

pursuant to § 56-235-5 of the Code of Virginia.
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c. No service shall be subject to more than one

price increase in any twelve-month period.  If

the Company fails to attain a satisfactory

performance level, as reported on the filed

quarterly report required by subsection N1, in

all of the retail service quality measurements

adopted by the Commission in a nonappealable

Final Order, no BLETS price increases shall be

implemented during the following quarter.

3. Rate regrouping of exchanges.  Nothing in this plan

shall be construed to prohibit rate regrouping of exchanges due

to growth in access lines or expanded local calling.

G. Price Changes for Discretionary Services.  Changes to

prices for Discretionary services shall be governed by the

following rules:

1. Price decreases.  The company may at any time reduce

the price of any Discretionary service by filing a revised

tariff with the Commission.  Such tariff shall take effect in

accordance with the requirements of § 56-40 of the Code of

Virginia.

2. Price increases.

a. Price increases will be allowed after 30 days'

notice to the Commission, 30 days' notice (by

individual and solitary bill inserts or imprints)
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to customers, and a showing by Verizon Virginia

that the service whose price is being increased

has not experienced a previous rate increase in

the prior 12 months and that the increase does

not exceed a percentage amount calculated by

multiplying .0083 times the number of months

(equates to 10% per 12-month period) since the

most recent increase.  In no event may this

increase exceed 25%.  Any calculation of

permissible price increases shall include only

those months in which the company has attained a

satisfactory performance level in all of the

retail service quality measurements adopted by

the Commission in a nonappealable Final Order.

b. If the company fails to attain a satisfactory

performance level, as reported on the filed

quarterly report required by subsection N1, in

all of the retail service quality measurements

adopted by the Commission in a nonappealable

Final Order, no Discretionary service price

increases shall be implemented during the

following quarter.
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H. Revenue-Neutral Price Changes.

1. Nothing in this plan shall be construed to prohibit

Verizon Virginia from proposing changes in the price of any

BLETS or Discretionary services that do not result in a net

increase in operating revenues.  The notification provisions of

Code § 56-237.1 of the Code of Virginia will be applied to such

proposals, and if a protest or objection to the revenue-neutral

restructuring is filed by the lesser of 150 or 15% of the

affected customers, the Commission shall, upon reasonable

notice, conduct a public hearing concerning the lawfulness of

the restructuring, pursuant to § 56-235.5 of the Code of

Virginia.  The Commission shall approve such rate changes if it

finds that they are in the public interest, or the Commission

may refuse to approve the filing if it is not in the public

interest or otherwise fails to comply with this plan.

2. The Commission will require Verizon Virginia to show

within the first two years following the implementation of the

price changes that the changes are, in fact, revenue neutral.

If they are not, the Commission may require a prospective

adjustment in the affected prices to ensure revenue neutrality.

I. Individual-Case-Basis Pricing.  Individual-Case-Basis (ICB)

or custom-service-package contract pricing is allowed for BLETS

and Discretionary services when Verizon Virginia demonstrates

that a competitive alternative exists for an individual
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customer, but where the service does not otherwise satisfy the

requirements of subsection C2a of this plan.  The conditions of

subsection M (Competitive safeguards) must be met.  A copy of

any ICB or custom-service-package contract must be filed within

30 days of the contract effective date under proprietary

protection with the Commission's Division of Communications with

supporting data demonstrating that the rate is above the total

incremental cost of the service.

J. Pricing for Bundled Services.  Pricing and changes to

prices for Bundled Services shall be governed by the following

rules:

1. Price floor.  The aggregate price for all of the

services in the package shall be equal to or higher than the sum

of the tariff rate for any BLETS service included in the

package, plus the incremental cost of any Discretionary

service(s), plus the price floor amount complying with

subsection M2 for any Competitive service(s) included in the

package.

2. Price ceiling.  The aggregate price for all of the

services in the package may not exceed the sum of the retail

tariff rate determined for any BLETS or Discretionary service(s)

included in the package, plus the rate appearing in the tariff

or price list on file with the Commission for any Competitive

service(s) included in the package.
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3. Price decreases.  Verizon Virginia may reduce the

price of any Bundled Service by filing a revised tariff with the

Commission. Such tariff shall take effect in accordance with the

requirements of § 56-40 of the Code of Virginia.  Any such price

reduction must comply with the requirements set out in

subsection J1.

4. Price increases.

a. Price increases for Bundled Services will be

allowed after at least 30 days' notice to the

Commission, at least 30 days' notice (by

individual and solitary bill inserts or imprints)

to customers, and a showing by Verizon Virginia

that the price increase complies with the price

ceiling as set out in subsection J2.

b. No Bundled Service provided by Verizon Virginia

shall be subject to more than one price increase

in any 12-month period.

K. Gross Domestic Product Price Index Standard.  The Gross

Domestic Product Price Index used to determine limits on price

increases shall be the final estimate of the Chain-Weighted

Gross Domestic Product - Price Index as prepared by the U.S.

Department of Commerce and published in the Survey of Current

Business, or its successor.
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L. Financial Reporting.  Verizon Virginia shall file annually,

unless otherwise indicated below, with the Commission its

stockholder annual report (if available) and SEC Form 10-K;

Verizon Communications Inc.'s stockholders' annual report and

SEC Form 10-K; FCC/SCC Form M and the FCC Automated Reporting

Management Information System Report 43-02 (to be filed only

with the Division of Public Utility Accounting); a Virginia

company, per books, rate-of-return statement that provides

financial data on a total-Virginia, total-service basis, and on

a Virginia-intrastate, total-service basis; a 13-month average

capital structure statement; and a 13-month average rate base

statement.  The rate-of-return, capital structure, and rate base

statements shall be filed annually.  All of the above statements

shall include the aggregate of all services, except for any

service that is lawfully, preemptively deregulated by the FCC.

M. Competitive Safeguards.  The following safeguards relating

to fairness of competition will be imposed on Verizon Virginia:

1. There will be no increases in the prices for BLETS,

Discretionary and Bundled services other than as outlined in

subsections F, G, H and J of this plan.

2. Services and/or capabilities of a monopoly nature that

are components of Competitive services must be offered on an

unbundled basis in the tariffs at the time the Commission

determines a service to be Competitive.  When these services
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and/or capabilities are used by Competitive services, revenues

shall be attributed to noncompetitive operations based on the

tariff rates and quantities used.

Regarding new services, unbundling of all non-competitive

components must be accomplished before Verizon Virginia may

offer a Competitive service related to the noncompetitive

component(s).  If Verizon Virginia does not plan to offer a

related service before the party requesting unbundling plans to

offer its related service, the unbundling must be accomplished

within a reasonable time after any reasonable request is made

for such unbundling, and with assurances that Verizon Virginia

can recover its related incremental costs.

If Verizon Virginia offers a Competitive service using an

unbundled noncompetitive component, it shall demonstrate that

its price for the Competitive service equals or exceeds the

incremental costs of the competitive components of the service

plus the tariffed rates of any noncompetitive components.

3. Revenues from Competitive services in the aggregate

must cover their incremental costs.  Verizon Virginia shall file

data annually to demonstrate this.  Also, the price of an

individual Competitive service must cover its incremental costs.

Verizon Virginia shall maintain total incremental cost studies

for each Competitive service offered demonstrating that a

service's price equals or exceeds its incremental costs.  These
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studies shall be filed with the Division of Communications

within 30 days of a complaint alleging that an individual

service's revenues fail to cover its total incremental costs.

N. Service Quality.  Service quality results shall be filed by

Verizon Virginia on a quarterly basis, or as directed by the

Staff.

1. These reports shall conform to service rules adopted

by the Commission by Final Order of June 10, 1993, in Case No.

PUC930009 or any other service rules subsequently adopted by the

Commission. These reports may be expanded to include results not

contained in the present service reports.

2. Verizon Virginia will also file reports showing

results related to services provided to interexchange carriers

as follows:

a. On-time performance;

b. Outage duration; and

c. Blocking below the tandem.

3. The Staff will analyze service results and take

immediate action to resolve any service quality problems.

O. Availability of Services.

1. Verizon Virginia is required to file a report by the

end of the first quarter of each year detailing its forecasted

and actual capital expenditures and availability of advanced
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services to consumers in its service territory in Virginia. This

report at minimum shall include:

a. budgeted capital expenditures and maintenance for

the current and succeeding year;

b. actual capital expenditures and maintenance for

the preceding year;

c. identification and description of proposed

capital investment projects exceeding $100,000

for the current year;

d. current availability of custom calling services

by exchange;

e. current availability of CLASS services by

exchange;

f. current availability of broadband and high speed

access services (either directly or by its

affiliates) by type, exchange, disaggregated

between residential and business customers;

g. additional information requested by Staff.

P. Filing of Other Information.

1. Upon the request of the Staff, Verizon Virginia will

file such other information with respect to any services or

practices of the company as may be required of public service

companies under current Virginia law, or any amendments thereto.
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2. If Verizon Virginia fails to provide, timely and

accurately, data required by the plan, including answers to any

Staff request for data or information necessary for the

execution of this plan, it shall be subject to a Rule to Show

Cause hearing for such failure.  The Commission will monitor

closely all aspects of the company's performance under the plan.

Q. Monitoring of Competitive Services.  To assist the

Commission in fulfilling the requirements of § 56-235.5 G of the

Code of Virginia to monitor the competitiveness of Competitive

services, Verizon Virginia must file, on a proprietary basis, a

quarterly schedule reporting units and revenue for Competitive

services (to be filed only with the Division of Economics and

Finance).  Also, Verizon Virginia must file an annual price list

for Competitive services, excluding Yellow Pages (to be filed

only with the Divisions of Communications and Economics and

Finance).

R. Access Charges.  Interexchange Carriers' access charges are

not included in the categories of services set out in this plan

for pricing purposes and, therefore, may not be included in any

revenue neutral price changes proposed pursuant to subsection H

of this plan.  Pricing for access services will be considered

separately by the Commission.  For all other purposes, access

services will be included in the categories as shown on

Appendix A.



APPENDIX A
MARKET CLASSIFICATIONS OF VERIZON VIRGINIA INC. SERVICES

Revised 4-4-01

BUNDLED COMPETITIVE DISCRETIONARY BASIC

 1. Apartment Door Answering  1. Anonymous Call Rejection  1. Access to Switched Network (DTLs)
 2. Billing & Collection  2. Appointment Request  2. Answering Bureau Services

(Processing, Rendering  3. B&C Security Functions (Concentrator-Identifier Trunks)
Inquiry, Recording)  4. Break Rotary Hunt  3. Basic Service Charges

 3. Business Market Hotline  5. Bulk Private Line  4. Call Screening (PTL)
 4. Call Restriction  6. Bulk Special Access  5. CENTREX Exchange Access & Usage
 5. CALL54 Service  7. Call Block  6. Dial Tone Line 800 Service
 6. CENTREX Intercom &  8. Call Forwarding – (All Types)  7. Direct Inward Dialing

Features Including  9. Call Gate Service  8. Directory Assistance
CENTREX IntelliLinQ – BRI 10. Call Mover Service  9. Emergency Number "911" Service

 7. C.O. LANs 11. Call Trace 10. Exchange Usage
 8. Easy Voice 12. Call Waiting 11. Extended Area Calling
 9. Home Intercom 13. Caller ID 12. Four-Wire Service Terminating
10. Long Distance Message 14. Caller ID Manager With Name Arrangements

Restriction (Formerly Call Waiting Deluxe) 13. FX/FZ/FCO Services
11. National 411 Service 15. Caller ID With Name 14. Home Business Service
12. Non-preemptively (Formerly Caller ID Deluxe) 15. Hunting Arrangements

Deregulated Customer 16. CENTREX Extend Service 16. Identified Outward Dialing
Premises Equipment 17. C.O. Data Sets 17. Intercept (Standard)

13. Paging Services 18. Connect Requestsm 18. Internet Protocol Routing Service
14. Part 64 Services 19. Digital Data Service (IPRS)

(Including Voice 20. Distinctive Ring 19. Intrastate Collocated
Messaging Services) (Formerly IDENTA RING) Interconnection Service

15. Simple Inside Wiring 21. Do Not Disturb Service 20. ISDN – BRI
16. Speed Calling 22. Easy Numbersm Call Routing Svc. 21. ISDN – PRI
17. Uniform Call Distribution 23. High Capacity Digital Hand-Off 22. IXC Operator Verification
18. VAN Single Rate Service Service 23. List Service
19. Verizon Prepaid Calling 24. Intercom Extra 24. Maintenance Visit (Trouble

Service 25. IXC Operator Verification With Isolation)
20. Yellow Page Advertising Interrupt 25. Messaging Services Interface
21. WATS/Toll Free (800/888) 26. Line Side Answer Supervision (Includes Stutter Dial Tone)

(COCOT/PPTP) 26. MTS
27. Make Busy Arrangements 27. Operator Service – Emergency &
28. Message Waiting Indicator Troubles
29. Non-List & Non-Pub Numbers 28. Operator Verification
30. Operator Call Completion Services 29. Optional Calling Plans
31. Operator Verification With 30. Pay Telephone Lines

Interrupt 31. PBX Night, Sunday, Etc.
32. Optional Intercept Arrangements Arrangements

Including CENTREX/DID Intercept 32. Premier Messaging Services
(Formerly Number-To-Number And Interface
Split Referral Intercept 33. Public Data Network
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BUNDLED COMPETITIVE DISCRETIONARY BASIC

Services) 34. Selective Call Screening
33. Pay-Per-View 35. Service Performance Guarantee
34. Preferred/Reserved Telephone 36. Shared Tenant Service

Numbers 37. "Single" Private Line & Special
35. Priority Call Access
36. Remote Call Forwarding (Excluding Digital Data Service)
37. Repeat Dialing (Formerly 38. Split Supervisor Drops

Repeat Call) 39. Switched Access
38. Select Forward 40. Switched 56 Kilobit Service
39. Switched Redirect Service 41. Touch-Tone
40. Telecommunications Service 42. White Pages Listing

Priority
41. Three-Way Calling
42. Time-Of-Day Service
43. Transfer Arrangements
44. ULTRA FORWARD
45. Virtual Private Network Service

(VPN)
46. Weather Forecast Service
47. White Pages Additional Listings &

Bold Type
48. Work-At-Home Billing Service
49. *69 (Formerly Return Call)


